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Chapter DWD 805

ALLOWABLE COST UNDER THE JOB TRAINING PARTNERSHIP ACT OF 1982

DWD 805.01 Definitions. DWD 805.04 Indirect costs.
DWD 805.02 General principles. DWD 805.05 Standards for selected items of cost.
DWD 805.03 Allocation of joint costs.

Note: Chapter ILHR 805 wasrenumbered to chapter DWD 805 under s. 13.92 (12) “Facilities” means land and buildings or any portion
(® (0) 1. Stats, and corrections made under s 13.92 (4) (b) 7. Stats, Register— thereof,equipment individually ocollectively or any other tangi
ble capital assetyherever located, and whether owned or leased

DWD 805.01 Definitions. In this chapterthe following by the oganlzatlo“n. o .
wordsand phrases have the designated meaning, unless otherwisd3) “Grantee”means an ganization oragency receiving a

provided. grantof JTRA funds, either directly from the division or from
(1) “Act’” means the Jobrdining Partnership Act, of 19gm  anothergrantee. o o
USC1501et seq. 1658. (14) “Grantor” means the division, an ganization or an

(2) “Acquisition cost” means the invoice unit price of an iten@€NcYrom which the grantee receives its grant.
of equipment, net of any applicable creditsrade—-in allowances,  (15) “Idle capacity” means the unused capacitypaftially
butincluding the costs of anyodifications, attachments, aceesusedfacilities. It is the diference between that which a facility
sories,or auxiliary apparatus necessary to make it usable for theuld achieve under 100% operating time and the extent to which
purposefor which it is acquired. Ancillary chages, such as taxes, thefacility was actually used to meet demands during the account
duty, protective in—transiinsurance, freight, and installation shaling period.
be included in or excluded from acquisition cost in accordance (16) “|dle facilities” means completely unused facilities that
with the oganization$ regular written accounting practices.  areexcess to the ganizations current needs.

(3) “Administration”, when used as a cost category name, (17) “Indirect cost’ means any general management cost,
meansall direct and indirect costs which are necessaryfezef incyrredfor a purpose benefiting more thane cost objective,
tively manage a Jobrdining Partnership Act grant, includingynich is not readily assignable to the cost objectives benefited
administrativecosts ofsubgrantees and contractors and -Comy;ithout effort disproportionate to the results achieved.
prisedof goods and services which do not immediateflycapar (18) “Joint cost” means any cost which benefits more than one
ticipants. YO cans , : (

costobjective, but which is readily assignable to the cost ebjec

(4) “Applicable credits” means those receipts or reduction Qfes henefited. Examples are the salary of & gefson teaching
expenditure-typdransactions which tfet or reduce expense

) . - L botha vocational skills program and an employer-linked training
itemsallocable to grants as direct, joint or indirect costs. ExarBrogram or the salary of an individual who administers ana
plesof such transactions are: purchase discounts; rebaiésver '

) " " M ! videstraining for a program.
ances;recoveries or indemnities on lossasd adjustments of B - Y Lo
overpayment®r erroneous chges. (19) “Participant”means any individual whisas been deter

(5) “Cognizantfederal agencymeans the federal agency thagunedellglblefor participation upon intake and started receiving

has been assigned responsibility by tHeefof management and u_bsiqlizeden_]ployment,training or servicc_es (except post-ter
budgetfor approving the indirect coptoposal of a specific state rr}mauon?eﬁwc.es) fundked under t?e Joia!‘ﬁ:jn.g.garltnekr]shlp\ct'
or local government, school or university other nonprofit ga-  © +982. following intake, except for an individual who receives
nization ’ only outreach and/or intake and assessment services.

(6) “Cost categories” means the allowable classifications _ (20) “Participantsupport’, when useds a cost category name

chargego JTR grants: training, administration, and participanf"€@nsthose non-training costs whicffedt participants.

support.(20 CFR 629.38 _(2_1) “P_rior approval’ means securing ad\_/z_ince \_Nritter‘r per
(7) “Costobjectives” means a pool, or arstablished for the missionto incur costs are designated as requiring prior approval.
accumulationof costs.Such areas include ganizational units, (22) “Privateindustry council”, or “PIC”, means the council

functions, objects or items of expense, as well as ultimate cestablishedor each SDA in accordance with section 102 of the
objectivesincluding specific grants, cost categories or progradob Training Partnership Act of 1982.
activities. (23) “Regulations”’means department bor-employment

(8) “Direct cost” means any cost which can be identified spandtraining administratiors’ implementing regulations for pro
cifically with one particular cost objective. Examples are trainimgramsunder the Jobr&ining Partnership Ac20 CFR Part$26
paymentsunder On-The-Job+&ining contracts, book&nd through638 or other authorities in pursuit of remedies and sanc
otherteaching aids, and needs based payments. tions available outside the Act.

(9) “Division” means the division @mployment and training  (24) “Servicedelivery area”, or “SDA”, means a geographic
within department of workforce development. areadesignated by the governor for administeringAJTids in

(10) “Division grantee” means an ganization oragency accordancevith section 101 of the Jolrdining Partnership Act
receivinga grant of JTR funds directly from the division. of 1982.

(11) “Equipment” means an article of nonexpendable tangible (25) “Subgrantee’means an ganization or agency receiving
personaproperty having a useful life of more than one year aragrant of JTR fundsfrom any grantee. ‘fhining”, when used as
anacquisition cost of $500 or more per unit. Agamizationmay a cost category name, means goods sgrtices which directly
useits owndefinition provided that it at least includes all nonexandimmediately dect participants in either a work environment
pendableangible personal property as defined herein. or training setting.
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(26) “Training”, when used as a cost category nameans sonablemeasurement of benefit received by each cost objective
thosecosts of goods argkrvices which directly and immediatelyandshall be supporteloly a written cost allocation plan. A key fac
affect program participants in eithemerk environment or train  tor in cost allocation plans is that the method used must be a deter
ing setting. mination of actual activities; budgetstimates do not qualify as

History: Cr.RegisteyJuly 1986, No367, ef. 8-1-86; am. (1)RegisterNovems  supportfor final chages. Howeverthe efort required to distrib

ber,1995, No. 479eff. 12-1-95;correction in (9) made under s. 13.92 (4) (b) 6., ; i
Stats,, Register November 2008 No. 635. utethe cost should not be disproportionate to the dollar amount of

costschaged.
DWD 805.02 General principles. To be allowable, (6) Granteesnaypool all of their JTR administrative funds.
granteecosts shall meet the following general criteria: Wherethis is done, the administrative cost poulst include all

(1) Be necessary and reasonable fuoper and ditient Of the costs of administration for all JXBrograms. Only actual,
administrationof the grant programs, latlocable to the grant pro notbudgeted, administrative costs shall be gedrto the admin
gramsunder this chapter and, except as specifically providedistrativecost pool.
this chapter not be a general expenssguired to carry out the  (7) Wherean administrative cost po used, the pool must

overallresponsibilities of the grantee. be distributed between the various funding sources, titles,
(2) Beauthorized or not prohibited under federal, statecal ~ Within Title 1lA, between youth and adult for reporting purposes.
laws or regulations. While the method of distribution need not meet the normal criteria

(3) Conform to any limitationsr exclusions set forth in this for cost allocationthe method used shall be in writing and be

chapteror other governingimitations as to types or amounts of@Ppliedconsistently from period to period.
costitems. History: Cr. RegisterJuly, 1986, No. 367ef.. 8—1-86.

(4) Be consistent with policies, regulations, apubcedures  pwp 805.04 Indirect costs. (1) INTRODUCTION. (a)
thatapply uniformly to other activities of the agerafywhich the = Therejs no single standard for classifying specific costsiter
grantee’s a part. joint or indirect for all agencies. Becauskdiffering oganiza-

(5) Be accorded consistent treatment through applicaifon tional structures and accounting systems, sgna@tees may be
generally accepted accounting principles appropriate to the Gibletotreat all costs as joint, and will not need to seek an approved
cumstances. indirectcost rate.

(6) Not be included as cost or used to meet cost sharing or (b) Only allowable costs shall be included in the indirect cost
matchingrequirements of any othéederally financed program pool. In addition, whilauseof an indirect cost rate may facilitate
in either the current or a prior period, unless specifically authehargingoverhead costs TR programs. In no case, may total

rized. SDA administrative costs fofitles 11A and 1B exceed the cost
(7) Benet of all applicable credits. limit.
(8) Be adequately documented. (2) DiviSION GRANTEESOTHER THAN SDAS State agencies,
History: Cr. RegisterJuly, 1986, No. 367efl. 8-1-86. andother grantees with which the division may have a direct rela

. . . tionship, will often have indirect cost rates or methods already
DWD 805.03 Allocation of joint costs. (1) A costis apnrovedby a cognizant federal agendyhere that is the case,
allocable to a particular cost objective, such as a title, prografg dgivision will review that rate or method and approve an-indi
activity or cost categoryn accordance with the relative benefitgactcost rate which may not result in oes that exceed the indi
receivedA cost is allocable to a given grant if it is treated censigact cost rate approved by the cognizant federal agabgre
tently with other costs incurred for the same purpose in like Cifhere is no indirect cost rate approved by a cogniZederal

cumstancesnd if it: agencythe division will not review and approve an indireost
(a) Is incurred specifically for the grant. rate; those grantees wishinguse an indirect cost rate must first
(b) Benefits both the grant and other work and cadisteb-  turnto a federal agency in order to establish one.

utedin reasonable proportion to the benefits received. (3) SDAS (a) Some SDAs may select grant recipiemtd

(c) Is necessary to the overall operation of trganization, administrativeentities whose only function is to administer ATP
althougha direct relationship to any particutaost objective can In those cases, no indirect cost rate is necessary
not be shown. (b) Some SDAs may select agencies which have indirect cost
(2) Any cost allocable to a particular grant or other cost ebjeratesalready approved by a cognizant federal ageflsis may
tive under this chapter cannot be shifted to other federal grant®teur,for example, if the administrative entity or grant recipient
overcomefunding deficiencies, or to avoid restrictioinsposed is a countyIn those cases, the division will review the cognizant
by law or by the terms of the grant. federalagencys rate and approve a rate for indirect costs foAJTP
(3) For audit purposes, a writtgulan for allocation of costs Which may not exceed the federally approved rate.
shall be necessary tsupport the distribution of any joint costs (c) In some cases, agencies may be selected which do not have
relatedto the grantAll costs included in the plan shall be supindirectcost rates, but which wish to establish a rate to facilitate
portedby formal accounting records which will substantiate theharginggeneral overhead costs to ATIh those cases, the divi
propriety of eventual chges. sion will provide technical assistance, and will review and
(4) Theallocation plan ofhe grantee shall cover all joint cost@approvethe indirect cost rates. Only allowalhtests shall be
aswell as costs tbe allocated under plans of othegamizational includedin the indirect cost pool. Howevehe cost of auditing
unitswhich are to be included in the costs of theAJpRograms. the indirect cost rate, which is separate from the regular audit,
The cost allocation planshall be presented in a single documenghallbe borne by the SDA.
Theallocation plan shall contain, but not necessarily be limited to, (4) SusGrANTEES. Division grantees, including both SDAs

thefollowing: andnon—-SDAs, shall be responsible for approving any indirect
(a) The nature and extent of services provided and their re@strates or methods they wish to accept for their subgrantees. If
vance to the JTPprograms. the division has alreadgccepted an agency rate or method, the
(b) The items of expense to be included. granteemay automatically accept that rate:
(c) The methods to be used in distributing cost. History: Cr. Registey July 1986, No. 367ef. 8-1-86.

(d) Ajustification for the methods to be used. DWD 805.05 Standards for selected items of cost.
(5) Directcosts shall be chged directly to grants. The alleca This section provides principles tie applied in establishing the
tion method used to distribute joint costs shall be based on a ralowability of certain itemsof cost. These principles apply
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whethera cost is treated as direct, joint or indirect. Failure toomen 1. Employee benefits in the form of regular compensation

tion a particular item of cost is not intended to imply thatunial  paidto employeesluring periods of authorized absences from the

lowable; rather determination as to allowability in each casgob, suchas for annual leave, sick leave, court leave, military

shouldbe based on the treatment or principles provided for similaave,and the like, if they are provided pursuant to an established
or related items of cost. keertain limited circumstances, the divi leavesystem, and if the cost thereof is equitably allocated to all
sion may givewritten authorization to incur costs which wouldrelatedactivities, including grant programs.

otherwisebe unallowableprovided that such authorization would 2. Employeébenefits in the form of employers’ contribution

not be a violation of the act or regulations. or expenses for social securigmployees’ life and health insur
(1) AccounTiInG cosTs. The cost of establishing and main anceplans, unemployment insurance coverage, wéskeom
taining accounting and other information systems requirethfor pensatiorinsurance, retirement plafe staf, severance pagnd
managemendf JTRA programs is allowable. This includes costshe like, provided such benefits agranted under established
incurredby central service agencies for those purposes. plansand are distributed equitable to grant programs anthty
(2) ADVERTISING cOsTs. (a) “Advertising costs” means the activities.
costsof media services and associated costs. Media advertising 3. No JTR funds may be used for contributions on behalf of
includesmagazines, newspapers, raditd television programs, any JTFA program participant to retirement systems or plans.

direct mail, exhibits, and the like. (c) The cost of paid leave may be gt in one of 2 ways:
(b) The only advertising costs allowable are those which are 1. If the leave system is fully funded, costs may be bitled
solelyfor: the grant as funds are paid into the leave fund.
1. The recruitment of personnel required forATP 2. If the leave system is unfunded, casimy be billed to the
2. The procurement of goods and services; grantas individuals take their paid leavA.FA employees may
3. The disposal of surplus materials; not be treated diérently from other employees. Agencies with

4. Specifi . ts of J& unfundedsystems should be aware of the unfunded liability that
- Specific requirements of JAPor accumulates when stafoes not take earned vacations.

5. Participant and employer outreac_:h. (d) 1. Certain conditions require special consideration and
(3) AupIT sErvicEs. The cost of audits contracted for by &ossible limitations in determining costs under JXPwhere

grantee are allowable. Howeverthese audits will only be amountsor types of compensati@ppear unreasonable. Among
acceptedas substitutes for the divisienaudit requirements if such conditions are the following:

prior approval from the division was obtained. _ a. Where compensation is made to members of nonprofit
(4) BonpinG cosTs. Costs of premiums for fidelity bonding organizations, trustees, directors, associatesficefs, or the
for individuals who are directly involved wittuthorizing or pre  immediatefamilies thereof, determination should be made that
cessingITRA financial transactions are allowable. suchcompensation is reasonable for the actual persemaices
(5) BupceTING. Costs incurred for the development, preparaendered.
tion, presentation, and execution of budgets are allowable. Costsp, Any change in a granteetompensation policy resulting
for services of a central budgefioé are generally not allowable in a substantial increase in the grargeevel of compensation
since these are general agency costs. Howevere employees will be examined carefullparticularly when it was concurrent
of the central budgetfife actively participate in the JAudget with an increase ithe ratio of JTR grants to other activities of
process, the cost of identifiable and documented services is all@de grantee, or any change in the treatmertlofvability of spe
able. cific types of compensation due to changes in policy
(6) CommunicaTION cosTs. Costs incurred for telephoneser 2. Payroll and distribution of ime. Amounts ched togrants
vices, local and long distance telephone calls, telegrams,-radigr personal services shall be based on payrolls documented and
grams,postage and the like, are allowable. That portion of cogifovidedin accordance with generally accepted practices: Pay
for installation of a new communications system which is necesgills shall be supported by time and attendance or equivalent
tatedby the addition or expansion of JABrograms isallowable. recordsfor individual employees. Salaries and wages of employ
(7) COMPENSATION FOR PERSONAL SERVICES. (@) General. eeschageable to more than one cost objective shall be supported
Compensatiorfor personal servicemcludes all remuneration, by appropriate cost distribution records. The method used shall
paid currently or accrued, for services rendered during the periptpducean equitable distribution of time andat, and:
of performance under the grant agreement, including but net nec a. Where timedistribution reports are used, these reports shall
essarily limited to wages, salariesid supplementary compensareflectan after—the fact determination of the actual activity of each
tion and benefits. The costs of such compensation are allowadteployee Budget estimates determined before the services are
to the extent that total compensation for individual employeesperformed,do not qualify as support for clyas to grants.

1. Is reasonable for the services rendered; b. Where time distribution reporése used, these reports shall

2. Follows an appointment made in accordance with agenk§signed by the individual employee, or by a responsible supervi
policy, state and local rules and lawspther requirements, where sory official having first hand knowledge dhe activities per
applicable;and formedby the employee, attesting that the distribution of activity

3. Isdetermined and supported as provided in(pirCom represents an accurate statemenhefactual work performed by
pensatiorfor employees engaged in J¥Bctivities will be con € €employee during the periods covered by the reports.
sideredreasonable to the extent that it is consistent with that paid . Regardless of the method used, each report shall account
for similar work in other activities of the agendy cases where for the total activity for which employees are compensated and
the kinds of employeesequired for the JT activities are not Which is required in fulfillment ofheir obligations to the ga-
foundin the othemctivities of the agencgompensation will be nization.
consideredeasonable to the extent that it is comparable to that d. Salaries and wages of employees used in meeting cost shar
paidfor similar work in the labor market in which teenploying ing or matching requirements on awards shall be supported in the
agencycompetes for the kind of employees involved. samemanner as salaries and wages claimed for reimbursement

(b) Fringe benefits. Costs identified under subds.and2. are  from granting agencies.
allowableto the extent thabtal compensation for employees is (8) CoNTINGENCYPROVISIONS. Contributions to a contingency
reasonable. reserveor any similar provision made for events the occurrence
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of which cannot be foretoldith certainty as to time, intensjtyr  clinics, infirmaries, recreational activities, employees’ counsel
with an assurance of their happening are unallowable. The tdng services, and other expenses incurred in accordancéheith
“contingencyreserve” excludes self-insurance reserves, pensigrantee’sestablishegractice or custom for the improvement of

fundsand reserves for normal severance pay working conditions, employer—-employe relations, employee
(9) ConTRrIBUTIONS. Contributions and donations of JXP morale,and employee performance are allowable. Such costs
fundsby the oganization to other are unallowable. shall be equitably apportioned to all activitiekthe grantee.

(10) DesTs. Bad debts, including losses, whether actual ¢pcOme generated fromany of these activities shall befssit

estimatedarising from uncollectible accounts and other claim@dainstexpenses. o
areunallowable. (14) ENTERTAINMENT cosTs. Costsof amusement, diversion,

(11) DEPRECIATIONAND USEALLOWANCES. () Compensation social activities, ceremonials, and costs relating thereto, such as

for the use of buildings, other capital improvements, and equg}eals,lodglng, rentals, transportation, agituities are unallow

menton hand may be made through use allowances or depr le.

ation. (15) EQUIPMENT AND OTHER CAPITAL EXPENDITURES. (&)
(b) The computation of use allowances or depreciation shiPendituresor equipmentwith a unit acquisition cost of $500

be based on thacquisition cost of the assets involved. Wher@F more but less than $1,000 are allowable.

actualcost records have not been maintained, a reasoestble (b) Expenditures foequipment with a unit acquisition cost of

mateof the original acquisition cost may be used in the computél,0000r more are only allowable with the prior writtepproval

tion. The acquisition cost of an asset donated to thanization of the division.

by a third party shall be ifair market value at the time of the dena (C) All lease purchase agreememm a total unit acquisition

tion. costof $1,000 or more require the prior written approval of the
(c) The computation of use allowances or depreciation shdiVision.

exclude: (d) Capital expenditures for land or buildings are only allow
1. The cost of the land; ablewith the prior written approval of the division.

2. The cost or any portion of the cost of buildings and equip (e) Capital expenditures for improvements to land, buildings,
mentdonated or otherwise borne directly or indirectly by the fedr equipment which materially increase their vatwesseful life
eralgovernment irrespective of where title was originally vestegteonly allowable with the prior written approwvefl the division.

or where it presently resides; and () See sub(11)for allowability of use allowances or depreci

3. Any portion of the cost of buildings and equipment contritation on buildings, capital improvementsnd equipment. Also,
utedby or for the aganization in satisfaction of a statutory matchseesub.(37) for allowability of rental costgor land, buildings,
ing requirement. andequipment.

(d) Where the use allowance method is followed, the use (16) Exwisits. Costs of exhibits relating specifically to the
allowanceshall be computed in accordance with current federgtantprograms are allowable.

guidelines. o _ (17) FINESAND PENALTIES. Costsof fines and penalties result
(e) Where the depreciation methodaowed, adequate prep ing from violations of, or failure of the grantee to comply with-fed
erty records shall be maintainedd physical inventories shall beeral, state, and local laws and regulations are unallowable.
takenat least once every 2 years to ensure that assets exist and a(fS) FOLLOWUP SUPPORTIVESERVICES. Costs forsupportive
usable.Any generallyaccepted method of computing depreciggyicesnecessary to enable a participant to retaiployment
ationmay be used. Howeyehe method of computing depreci for a period not to exceednBonths following completion of train
ation shall be consistently applied for any specfset or class ing are allowable
of assets for all &icted programs and shaésult in equitable ) )
chargesconsidering the extent of the use of the assets for the bene(19) FRINGE BENEFITS. See compensation for personal-ser
fit of such programs. Adequate depreciation records indiciing Vices,sub.(7).
amountof depreciation taken each period shall also be main (20) FunpRAIsING. Costs of aganized fund raising, including
tained. financial campaigns, endowment drives, solicitation of gftsl

(f) When the depreciatiamethod is used for a particular clas®€duests, and similar expenses incurred solely to raise capital or
of assets, no depreciation may be allowed on any such assets@in contributions, along with any indirect costs relating to
would be viewed as fully depreciated. Howev@reasonable use thoseexpenses, are unallowable. Howewersts associatesith
allowancemay be negotiated for such assets if warranted after tdie Private IndustryCouncil’s right to “solicit and accept con
ing into consideratiorthe amount of depreciation previouslytributionsand grant funds (from other pubéad private sources)”
chargedthe estimated useful life remaining at time of negotiatio@s provided for in the JT®section 103 (e) (2) are allowable.

the effect of any increasechaintenance chges or decreasedief (21) GovERNMENTAL EXPENSES. The salaries and expenses,
ciency due to age, and any other factors pertinent to the utilizatinoluding meeting pediems, of the chief electedfiofal of a unit
of the asset for the purpose contemplated. of government and salaries and expenses of local governmental

(12) DonaTIoNs. (a) Servicesreceived. Donated or volunteer bodies, such as county supervisors, city councils, and school
servicesmay be furnished to anganizationby professional and boardsare considered a cost of general local government and are
technicalpersonnel, consultants, and other skilled and unskillédallowable However travel costs are allowable in accordance
labor. The value of these servicesnist reimbursable either as awith the provisions in sul{44). This restriction applies only to
director indirect cost. thoseindividuals serving as representatieégovernmental bed

(b) Goods and space. Donated goods for example, expendablés-
personalpropertyor supplies, and donated use of space may be(22) IDLE FACILITIES AND IDLE CAPACITY. The costs of idle
furnishedto an oganization. The value of the goods and spaceficilities and idle capacity are allowable only with the prior writ
not reimbursable either as a direct or indirect cost. Howevéenapproval of the division.
depreciatioror use allowances may be ajreaion donated assets  (23) INSURANCE AND INDEMNIFICATION. (@)  “Insurance”
in keeping with the provisions in sufd1). includesinsurancavhich the grantee is required to caoywhich
(13) EMPLOYEE MORALE, HEALTH, AND WELFARE COSTSAND is approved under the term§the grant and any other insurance
CREDITS. The cost®f in—house publications, health or first aidwhich the granteenaintains in connection with the general -con
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ductof its operations. This subsection does not appiysorance (c) Acquisitions or fabrication of capital equipment completed
which represents fringe benefits for employees. on or after July 1, 1982, costing $1,000 or more, with the prior
(b) Costs of insurance required @pproved and maintained written approval of the division.
pursuantto the grant other than audit exception insurance are(25) INVESTMENT MANAGEMENT cosTs. Costs ofinvestment
allowable. counseland stafand similar expenses incurred solelyetthance
(c) Costs of other insurance maintairmdthe grantee in cen incomefrom investments are unallowable.
nectionwith thegeneral conduct of its operations are allowable (26) LecaL Fees. The cost of legal expenses required in the
subjectto the following limitations: administrationof grants is allowable. Legal services furnisbgd
1. Typesand extent of coverage shall be in accordance withe chief legal dficer of a unit of government, or stasolely for
granteepolicy, sound business practiead the rates and pre thepurpose of dischging general responsibilities as a legdi-of
miumsshall be reasonable under the circumstances. cerare unallowable. Legal expenses for the prosecution of claims

2. Costs of insurance or of any provisions for a reserve cov@gainsthe federal government, the division, or the staté/ist
ing the risk of loss or damage to government property are unallogPnSin are unallowable, except that costs to prosecute claims

ableexcept to the extent that the grantee is liable for such lossPgginstthe state or an agency of the state are allowable when the
damage. prosecutionis for claims between a grantee and a state agency

3. Provisions for a reserve under a self-insurance programPrecipient.
approvedby the grantor are allowable to the extent that types of (27) LOSSESON OTHER AWARDS. Any excessof costs over
coverageextent of coverageates, and premiums would havencomeon any grant is unallowable agast of any other grant.
beenallowed had insurance been purchased to cover the riskd.his includes, but is not limited to, thegamizations contributed

4. Costs of insurance on the lives of trustediess, orother  POtion by reasorof cost sharing agreements or any underreeover

employeesolding positions of similaresponsibilities are allow €S through negotiation of lump sums for ceilings on, indirect

able only to the extent that the insurance represents additiof2Pts-

compensation. The cost of such insurance when the grantee i§28) MAINTENANCE AND REPAIRCOSTS. Costs incurred for nec

identified as the beneficiary is unallowable. essarymaintenancetepair or upkeep of buildings and equip
(d) Costs of insurance policiesfefing protection against ment, including government property unless otherwise provide

debtsestablished by the federal government, commonly callé®f> Which neither add tthe permanent value of the property nor
auditexception insurance, are unallowable. appreciablyprolong its intendedife, but keep it in an &tient

() Costs of personal liability insurance for PIC members aﬁé)eratmgcondltlon, are allowable. Costs incurred for improve

allowable.Personal liability insurance for chief local electefit of entswhich add to the permanent value of the buildings and
cialsand their support st an allowable cost if the following equipmentor appreciably prolong their intendée shall be
conditionsare met: treatedas capital expenditures in accordance with ELi).

1. The afected chief local electedfafials provide evidence (29) MATERIALS AND SUPPLIES. The COSts ofnaterials and sup

thattheir current general liability coverage, required as a stand |fS necessary to carry outgrant are allowable. Such costs

costto the general unit dbcal government which they represents. ouldbe chayed'at their actual prices after deducting aI_I cash
is insufiicient to provide adequate protection for liability incurredfiScounts,rade discounts, rebates, and allowances received by
asa result of their actions as publidiofals under JTR; and he organization. Vithdrawals from general stores or stockrooms

. i . shoul h i i {
2. The afected chief local electedfafials assure and certify shouldbe chagedat cost under any recognized and consistently

that JTFA funds utilized for the purpose of purchasing persongﬁp“edmetmd of pricing. Incoming transportation dj@smay

AR . a proper part of material cost. Materials and suppliegehlar
liability insurance for themselves and their support 8@#s not ,q 5 irect cost should include only the materials and supplies
and will not supplant local funds which otherwise would hav

b ilable t h h Jiability i - and %ctually used for the performance of the grant, and due credit
eenavaiiable to purc ase.suc 1a ",Y Insurance; an shouldbe given forany excess material or supplies retained, or
3. JTHA funds soauthorized and utilized for the purchase ofeturnedto vendors.

personaliability insurance for chief local electedficfals their (30) MEETINGSAND CONFERENCES. Costs associated with the
supportstaf or both may not exceed the cost of including IOCaéonductof meetings and conferences, including the cost of renting
Oﬁ'c";"l!s a_ls_ other |nsureds|_un_der a privandustry council per ¢ iiies meals, speakers’ fees, and the likes allowable when
sonalliability msurance.po Icy; . themeeting or conference is related to the grant program.

(f) Actual losses which could have been covered by permissi (31) MEMBERSHIPSSUBSCRIPTIONSAND PROFESSIONALACTIV-

ble insurance through the purchasé insurance or a self- cosTs. (a) Costaf the grantes’' membership in civic, busi
insuranceprogram are unallowable unless expressly provided f3r’ . 9 o p y
nesstechnical, and professionabamnizations are allowable, pro

in the grant, except: ; )
. vided that:

1. Costs incurred because of losses not covered under nomi 1 The benefit f h bershio is related TP
nal deductible insurance coverage provided in keeping with sound ~ € beneiit .rom t € membership IS re atg o)
businespractice are allowable; and 2. The expenditure is for grantee membership;

2. Minor losses not covered by insurance, such as spoilage, 3. The cost of the membership is reasonably related to the
breakageand disappearance of supplies, which occur in the ordfiglueof the services or benefits received; and
nary course of operations, are allowable. 4. The expenditures not for membership in anganization

(24) INTEREST. Costs incurred fointerest, however repre Which devotes a substantial part of its activities to lobbying.
sentedare unallowable, except that the cost of interest paid to an(b) Costs of the grantesssubscriptions to civic, businegsg-
externalparty is allowable where associated with the followingessionaland technical periodicals are allowable, when related to
assetsprovided the assets are qsed in support of sponagred  grantactivities.
ments,and the total cost (including depreciatamuse allowance, -~ ¢y costs of attendance at meetings and conferences sponsored
operationand maintenance costs, and interest) does not exceedi8hers when the primary purpose is the dissemination of techni
rentalcost of comparable assets in the same locality: calinformation, arellowable. This includes costs of meals, trans

(a) Buildings acquired or completed onafter July 1, 1982; portation,and other items incidental to such attendance. These

(b) Major reconstruction and remodeling of existing buildingsostsmust be consistent with regular practices followedftber
completedon or after July 1, 1982. activitiesof the grantee.
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(32) OraaNizaTION cosTs. Expenditures, such as incorporabasedon the useful life of the building, interest paid or accrued,
tion fees, brokers’ fees, fees to promotergaoizers or manage operationand maintenance, and othaltowable costs. Where
mentconsultants, attorneys, accountants, or investomnisel thesecosts are included in rental ches, they may not tehaged
ors, whether or not employees of tranteejn connection with elsewhereNo costs will be included for purchases or construction
establishmenbr reoganization of a grantee, are allowable onlyhatwere originally financed by the federal government.
with the prior writtenapproval of the division, except that the (38) Severancepav. Severance paglso commonly referred
costsof incorporating &IC or consortium administrative entityto as dismissalvages, is a payment in addition to regular salaries
for the purpose of carrying out programs underAJare allow  and wages,by omganizations to workers whose employment is
able. beingterminated. Costs of severance pay are allowable only to the

(33) PreawaRD cosTs. Costs incurred prioto the efective  extentthat they are required bgw, employer—-employe agree
dateof the grant or contract, whether or not they would liseen ment, established policy that constitutes, irieef, an implied
allowableunder the grant or contract if incurred after such a datggreemenbn theorganizations part, or circumstances of the par
areallowable only with prior written approval of the grantor  ticular employment.

(34) PROFESSIONALSERVICECOSTS. Costs of professional and  (39) STAFF TRAINING AND EDUCATION. The cost of training,
consultantservices rendered by persons who are members ofustomarilyprovided for employee development, whitirectly
particularprofession or possessspecial skill, and who are notor indirectly benefits grant programs, is allowable.

officersor employees of the grantee, are allowable. (40) SUPPORTIVESERVICES. Costs for services which a parici
(35) PropPosaLcosTs. Costs incurred in preparing proposalgpantcannot otherwise fdrd, and which are necessary to enable
for potential JTR grant agreements are not allowable. a participant to take parh a Job Taining Partnership Act pro

(36) REARRANGEMENTAND ALTERATION cOsTs. Costs incurred gramactivity or retain employment, are allowable for a period not
for ordinary or normatearrangement and alteration of facilities{o exceed 6 months following termination from ATP
andfor special arrangement and alteratosts incurred specifi (41) Taxes. In general, taxes or payments in lieu of taxes
cally for the project, are allowable. which the oganization is required to pay are allowable, except

(37) RENTAL cosTs. (a) Subject to the limitations describedfor:
in pars.(b) through(d), rental costs are allowable to the extent that (a) Taxes from which exemptions are available.
therates are reasonablelight of such factors as rental costs of (h) Special assessmentsm land which represent capital
comparableproperty if any; market conditions in the area; alterimprovements,
nativesavailable; and the type, life expectancgndition, and (c) Federal income taxes, and
value of the property leased.

(b) Rental costs under sale aleéseback arrangements are
allowableonly up to the amount that would b#owed had the . \*< ; ;

give rise to the incurrence absts, or the need for special treat

grameeRCO“tt'TUEdt to °(‘;V” The e;(;per_ ty enath | jMentof costs, which would not have arisen had the grant not been
(c) Rental costs under less-than-arms-length leases are allgWminated. Cost principles covering these items are set forth

(d) State income taxes.
(42) TermINATION cosTs. Termination of grantgyenerally

property vested in the grantee. For this purpose, a less—thaljgnsof this chapter in termination situations, depending on-avail
arms-lengtease is one under which one party to the lease-agregjjiry of funds.

mentis able to control or substantially influence the actions of the () Common it The cost of items reasonably usable in the

other.Such leases include, but are not limited to those between ) :
O grantee'sother work are unallowable unless the grantee submits
1. Divisions of a grantee agency;

et evidencethat it would not retain such itemsaist without sus
2. Omanizations under common control through commogining a loss. In decidingvhether such items are reasonably
officers, directors, or members; and usableon other work of the grantee, the grantor should consider
3. A grantee and a directdrustee, dfcer, or key employee thegrantees plans and orders for current and scheduled activity
of the grantee or immediate family either directly or through coEontemporaneoupurchases of common items by the grantee
porations,trusts, or similar arrangements in which they hold shall be regarded as evidence that such items are reasonably
controlling interest. usableon the grantee’other work. Anyacceptance of common
(d) Rental costs under leases which create a material equitjt@ins as allocable to the terminated portion of the grant shall be
theleased propern'mduding any interest Cf'QZ'ES, are allowable Imlte_d to the extent that the quantltles&nfch items on hand, _In ]
only up to the amount which does miceed rental costs of cem transit,and on order are in excess of the reasonable quantitative
parableassets in the same localifyor this purpose, a materialrequirementsf other work.
equity in the property exists if the lease includes one or more of (b) Costs continuing after termination. If in a particular case,
the following characteristics: despiteall reasonable &frts by the grantee, certain costs cannot
1. The grantee has the right to purchase the properig fobe discontinued immediately after thefesftive date of termina
price which at the beginning of the lease appears to be substt@n, such costs are generally allowable, but only up to the amount
tially less than the probable fair market value at the time it is p&f the grant. Howeveany such costs continuing after termination
mitted to purchase the proper@ommomy called a lease with adueto the negllgent or willful failure of the grantee to discontinue

purchaseoption; suchcosts shall be unallowable.
2. Title to the property passes to the grantee at some time dur (C) Loss of useful value. Loss of useful value of special tooling,
ing or after the lease period; machineryand equipment which was not cped to the grant as

3. The initial term of the lease plus periods covered by afycapPital expenditure is generally allowable if: _
renewaloptions is equaio 75% or more of the economic life of =~ 1. Such special tooling, machingey equipment is not rea
theleased propertyn this subparagraph, “economic life” meansonably capable of use in the other work of the grantee.
the period the property is expected to be economically usable by 2. The interest of the division is protected by transfer of title
oneor more users. or by other means deemed appropriate by the grantor

(e) Similar costs fobuildings owned by an agency are alow (d) Rental costs. Rental costs under unexpired leases are gen
ablewhere “rental rate” systems, or equivalent systems that a@eally allowable where clearlghown to have been reasonably
quatelyreflect actual costs, are employed. Suchggmmusbe necessary for the performanoéthe terminated grant less the
determinedon the basis of actuaost, including depreciation residualvalue of such leases, if
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1. The amount of such rental claimed does not exceed the rea(43) TRANSPORTATIONCOSTS. Transportation costs including
sonableuse value of the property leased for the period of the grdrgight, express, cartage, and postage gbsurelating either to
andsuch further period as may be reasonable, and goodspurchased in process, or delivered are allowable.

2. The grantee makes all reasonabl®ref to terminate, (44) TravEL cosTs. (a) Travel costs are the expendes
assign,settle, or otherwise reduce the cost of such lease. Thegtsportationlodging, subsistence, and related items incuoged
alsomay be included the cost of alterations of such leased prefnployeeswho are in travel status onfiofal business of the
erty, provided such alterations were necessary for the perfgfanteeTravel costs are allowable subject to pépthrough(d)
manceof the grant, and of reasonable restoratemuired by the whenthey are directly attributable gpecific work under a grant.
provisionsof the lease. ) _ (b) Such costs may be chad on an actual basis, amper diem

(e) Settlement expenses. Settlement expenses including theyr mileage basis in lieu of actual costsurred, or on a combina
following are generally allowable: tion of the 2, provided the method used results inggmconsis

1. Accounting, legal, clerical, and similar costs reasonabtgnt with those normallyallowed by the grantee in its regular
necessaryor: operations.

a. The preparation and presentation to the grantor of settle (c) The diference incost between first-class air accommoda
mentclaims andsupporting data with respect to the terminateglonsandless than first—class air accommodations is unallowable
portion of the grant, unless the termination is for default. exceptwhen less than first—class air accommodatamesnot rea

b. The termination and settlement of subgrants. sonablyavailable.

2. Reasonable costs for the storage, transportation, protec(d) Notwithstanding the provision of su21), travel costs of
tion, and disposition of property provided by the division opfficials covered by those paragraphs when specifically related to
acquiredor produced for the grant; except when grantees are reiglantprograms, are allowable.
bursedfor disposals at a predetermined amount. History: Cr. RegisterJuly, 1986, No. 367ef.. 8-1-86.
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